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Building for Growth 


The Kresge Company’s new International 
Headquarters is under construction in Troy, 
Michigan. Comprising 560,000 square feet, 
it will house the corporate activities of the 
firm by early 1972. The structure is an as¬ 
sembly of self-contained units organized 
around a spine corridor system. The modu¬ 
lar design will facilitate future expansion 
when additional units are constructed. The 
exterior is weathering steel and bronze 
glass. The steel requires no maintenance 
and, in about five years, will acquire a per¬ 
manent, deep brown surface coating. Archi¬ 
tects and engineers are Smith, Hinchman 
and GrylIs, Associates, Inc. and the manage¬ 
ment contractor is Darin and Armstrong, Inc. 


























S.S. Kresge Company 


1970 Highlights 




1970 


1969 

Sales 

$ 2 , 558 , 712,000 

$2,185,298,000 

K mart, Kresge and Jupiter stores 


1,073 


1,022 

Net income 

$ 

66 , 994,000 

$ 

54,089,000 

Earnings per share of common stock: 
Assuming no dilution 

Assuming full dilution 


$ 1.86 

$ 1.83 


$1.57 

$1.52 

Cash dividends declared 

Per share 

$ 

15 , 938,000 

44 * 

$ 

13,841,000 

40# 

Employee compensation and benefits 

Per sales dollar 

$ 

375 , 713,000 

14 . 68 % 

$ 

316,088,000 

14.46% 

Depreciation and amortization 

Per sales dollar 

$ 

23 , 737,000 

. 93 % 

$ 

20,385,000 

.93% 

Fixed asset additions 

$ 

58 , 720,000 

$ 

49,065,000 



1964 ’65 ’66 ’67 ’68 ’69 ’70 


Net Sales (In Millions) 
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To Our Shareholders: 


We are pleased to report record sales and earnings for the 52 weeks ended 
January 27, 1971. 

Consolidated volume was $2,558,712,000, up 17.1%. Net income was 
$66,994,000 compared with the previous year’s $54,089,000 — an increase of 
23.9%. 

Earnings per share — assuming no dilution — were $1.86 compared with 
$1.57 a year ago. On a fully diluted basis, earnings per share were $1.83 to 
compare with $1.52 for the prior year. 

In many respects 1970 was a difficult retailing year. Kresge was particularly 
affected by the protracted auto strike and high unemployment levels in the 
industrial midwest where our business is heavily concentrated. While we did not 
achieve our volume goal, a modestly improved profit margin was made possible 
by a more favorable federal tax rate, extraordinary merchandising efforts and 
effective early measures to control payroll and interest expense. Financing 
costs were lowered by the issuance in April of $125 million of 5% convertible 
debentures and subsequent general reductions in short term rates. 

Some higher priced lines were affected adversely by unfavorable economic 
conditions, but the growing acceptance of K mart’s staple, seasonal and style 
merchandise — especially in ladies’ and children’s apparel — was responsible 
for increased sales in established stores throughout the year. 

K mart’s tire, battery and automotive accessory division joined K mart Enter¬ 
prises' sporting goods department as a productive and profitable business in 
1970, and S. S. Kresge Company Limited, of Canada, produced a substantial 
improvement. 

K mart (Australia) Limited, our 51 % owned subsidiary, experienced an antici¬ 
pated loss for the year but was operating profitably at year-end. 

Expansion and conversion projects were on schedule in 1970. We opened 
74 K marts and one Kresge unit, converted six Kresge stores to Jupiter discount 
operations and discontinued 22 unprofitable locations. A similar program has 
been planned and is progressing well for 1971. 

As this is written, marked recovery of the overall retail environment is not 
apparent, but there are scattered indications of improving consumer confidence. 
Current volume comparisons are at a slightly higher level than last year’s typical 
monthly increases over 1969 sales. We are confident that continued effective 
utilization of Kresge’s strengthening internal resources will produce another 
creditable showing for 1971. 




President 


Chairman of the Board 






1970 Business Review 

Kresge Operates 1,073 Stores: At the end of the year, the S. S. Kresge 
Company operated 411 K marts in the United States, Canada, Australia and 
Puerto Rico and 662 Kresge and Jupiter stores in the United States, Canada 
and Puerto Rico. Seventy-four K marts were opened during the year. 

K marts are discount department stores with 75,000 to 95,000 square 
feet, Kresge stores are variety stores and Jupiter stores are small limited- 
range discount stores. 

Sales and Profits Set New Records: Profits increased 23.9% and sales were 
up 17.1% over last year primarily because of the expanding K mart division. 
In the last part of the year the U.S. company experienced a lessening of sales 
demand in many areas where the automobile strike and increased unemploy¬ 
ment were of particular importance to Kresge. 

Subsidiary Company Results Were Good: Results of operations were above 
expectations for Holly Stores, Inc., which operates ladies’ ready-to-wear 
departments in all U.S. K marts. Profits for K mart Enterprises, Inc., operating 
sporting goods and many automotive departments in U.S. K marts, were 
significantly improved over 1969. 

The Canadian subsidiary, with 39 K marts and 89 Kresge and Jupiter 
stores produced unusually good results. The new Australian subsidiary (51% 
owned) now operates eight stores, three of which were opened in 1970, and 
experienced an expected loss because of heavy promotional and start-up 
costs in the first full year of store operations. 

All subsidiary companies have been included in the accompanying 
consolidated financial statements. In consolidation, the assets, liabilities and 
operations of the foreign subsidiaries were translated into U.S. dollars at 
appropriate rates of exchange. Insignificant adjustments arising from trans¬ 
lation were reflected in income. Assets and net income of the foreign subsidi¬ 
aries amounted to approximately 11% of the consolidated assets and 11% 
of consolidated net income for the year ended January 27, 1971 and 12% 
and 8%, respectively, for the year ended January 31,1970. 

The Fiscal Year Was Changed: Kresge changed its fiscal year and the current 
results of operations are for the 52 weeks ended Wednesday, January 27, 
1971. The effect of the change was not significant and results for the 52 
weeks are compared with results of operations for the previous 12-month 
year ended January 31, 1970. 

Sales Exceeded $2V2 Billion: Consolidated sales of $2,558,712,000 for the 
52 weeks ending January 27, 1971 were 17.1% above last year’s record 
volume of $2,185,298,000. K mart division sales increased 22.8%: 



1970 

1969 

Percent 

Increase 

(Decrease) 

K mart 

$2,014,358,000 

$1,639,771,000 

22.8 

Kresge 

470,354,000 

473,752,000 

(.7) 

Jupiter 

74,000,000 

71,775,000 

3.1 


$2,558,712,000 

$2,185,298,000 

17.1 













Net Income Was $66,994,000, or $1.86 a Share: Net income was up 23.9% 
and amounted to $66,994,000 compared with $54,089,000 last year. Earnings 
per common share assuming no dilution of $1.86 were 18.5% over last year’s 
earnings of $1.57. On a fully diluted basis, earnings per share of $1.83 
were up 20.4% over 1969 fully diluted earnings of $1.52. Diluted earnings 
per share increased slightly more than earnings per share assuming no 
dilution because of the conversion of 4Vs% debentures and sale of 5% 
convertible debentures in April, 1970. 

The rate of profit on sales was 2.62%, compared with the previous year’s 
2.48%. Net income represented a return on stockholders’ equity of 18.2% 
compared with 16.9% in 1969. 

Earnings per common share assuming no dilution were computed by 
dividing net income by the weighted average number of shares of common 
stock outstanding during each year (35,964,000 shares in 1970 and 34,466,000 
shares in 1969). 

Earnings per common share assuming full dilution were determined on 
the assumption that the 41/s % convertible debentures were converted into 
1,459,617 shares of common stock at the beginning of each year, and the 5% 
convertible debentures were converted into 2,336,449 shares of common 
stock at April 15, 1970, the date of issue. Net income for each year was 
adjusted for interest expense and amortization of debenture expense net of 
related tax effect. The number of common shares was also increased by the 
number of shares issuable under the stock option and purchase plans, less 
the number of shares which were assumed to have been purchased at year- 
end market prices with the proceeds of sales under the plans. 


Federal Income Taxes Amounted to $1.76 a Share: The provisions for federal 
income taxes were at the effective rates of 48.5% and 50.5% in 1970 and 
1969. The difference reflects the reduction of the surcharge less the removal 
of the investment credit. 

Under the provisions of the 1969 Tax Reform Act, the $25,000 multiple 
surtax exemption applicable to the company's wholly-owned U.S. subsidi¬ 
aries will be gradually reduced and phased out completely in 1975. 

The investment credit was repealed in April, 1969, and amounted to 
approximately $170,000 in 1970 and $1,500,000 in 1969 for items ordered 
before April, 1969. 

The current liability for U. S. and foreign income taxes includes 
$10,089,000 at January 27, 1971 and $6,688,000 at January 31, 1970 arising 
from the tax effects of timing differences related principally to profit on 
installment sales. The amounts shown on the balance sheets for deferred 
U.S. and foreign income taxes result from the difference between book and 
tax depreciation. 

Dividends Were Increased: Quarterly dividends were raised to 111 a share 
commencing with the June 12 payment compared with 10i a share in effect 
during 1969 —our sixth successive annual increase. 




74 New K marts Were Opened: 





K mart 

Kresge Jupiter 

Total 

Stores in operation February 1, 1970 

338 

566 

118 

1,022 

Stores opened 

74 

1 


75 

Closed permanently 


(22) 


(22) 

Kresge stores converted to Jupiter 


(6) 

6 

Closed for fire restoration 

Jl) 


Jl) 

(2) 

Net change 

73 

j27) 

_5 

51 

Stores in operation January 27,1971 

411 

539 

123 

1,073 


Kresge now has stores in 46 states (all except Alaska, Hawaii, Mississippi 
and Oklahoma), all provinces of Canada, four of the six states of Australia, 
and in Puerto Rico. 


Five Million Square Feet of Selling Area Was Added: Square feet of selling 
area, excluding attached supermarkets, now totals 35,237,000: 

(000 omitted) 


K mart Stores 

1970 

1969 

1968 

1967 

1966 

United States 

23,743 

19,379 

15,481 

12,257 

8,513 

Canada 

2,482 

2,049 

1,521 

1,081 

1,035 

Australia 

469 

287 

— 

— 

— 

Kresge Stores 

26,694 

21,715 

17,002 

13,338 

9,548 

United States 

6,682 

6,910 

7,143 

7,366 

7,735 

Canada 

945 

959 

1,032 

1,045 

1,066 

Jupiter Stores 

7,627 

7,869 

8,175 

8,411 

8,801 

United States 

822 

795 

835 

857 

802 

Canada 

94 

90 

24 

24 

24 


916 

885 

859 

881 

826 

Grand Total 

35,237 

30,469 

26,036 

22,630 

19,175 


Capital Expenditures Were $58,720,000: Additions to existing stores were 
made under a continuing program to modernize and renovate Kresge stores 
and a few of the K marts opened in 1962 and 1963. Expenditures for con¬ 
struction work in progress on the new International Headquarters building 
in Troy, Michigan, were $6,044,000. 

Changes in fixed assets were: 


Additions: 

New Stores 

Existing Stores, 
Distribution 
Centers and 
Office Buildings 

Total 

Buildings and leasehold 

improvements 

$ 3,315,000 

$ 1,936,000 

$ 5,251,000 

Furniture and fixtures 

32,939,000 

7,381,000 

40,320,000 

Construction work in 

progress 

4,631,000 

8,518,000 

13,149,000 

Retirements and disposals 
Depreciation 

Increase in net fixed assets 

$40,885,000 

$17,835,000 

58,720,000 

2,602,000 

23,737,000 

$32,381,000 



























































Most store properties are leased and improvements are amortized over 
the term of the lease. Furniture and fixtures are depreciated over 10-year 
periods for K marts and 16-year periods for Kresge and Jupiter stores. The 
straight line method is used for book purposes and accelerated methods are 
used for tax purposes. 

Purchase and construction commitments in connection with the com¬ 
pany’s expansion program amounted to approximately $33,977,000 at January 
27, 1971, including $19,252,000 for the new International Headquarters. 


Minimum Annual Rents Total $96,455,000: Minimum annual rentals under 
1,227 leases for stores occupied at January 27,1971 aggregated $96,455,000. 
These leases expire during 10-year periods as follows: 

1981 $12,404,000 

1991 40,212,000 

2001 42,092,000 

2002 to 2035 1,747,000 

$96,455,000 


Certain leases provide for additional rents based on sales volume in 
excess of a specified base. 

Most leases on K marts and certain leases on Kresge and Jupiter stores 
are gross leases under which the lessor pays property taxes, insurance and 
specified building and parking lot maintenance and repair costs. 


$125 Million 5% Convertible Debentures Were Sold: In April, 1970, the 
company sold $125,000,000 par value of 5% subordinated debentures due 
1995 convertible into common stock at $53.50 a share. The proceeds were 
used to reduce short term debt. 

The indenture relating to the debentures provides that the company 
shall pay $6,500,000 into a sinking fund before April 15 each year from 1981 
to 1994. The debentures are subject to redemption through the sinking fund 
at 100% of principal amount, or at any time at the option of the company at 
prices declining from 105% of principal amount in 1970, to 100% after April 
15,1990. At January 27,1971, 2,336,449 shares of authorized common stock 
are reserved for conversion. 

The 414% convertible debentures which were outstanding on January 
31, 1970 were called for redemption on April 6, 1970 in connection with the 
sale of the 5% convertible debentures, and all but a small amount were 
converted to shares of common stock at $24 a share. 

The unamortized expenses of $700,000 relating to the 414% debentures 
were added to the expenses applicable to the sale of the 5% debentures 
and the combined amount is being amortized to income over the term of the 
new debentures on the bonds outstanding method. 








Long term debt includes: 


5% convertible subordinated debentures 
3Ve% and 4 7 /e% notes, payable in varying 
amounts through December 16, 1983 
($1,625,000 due within one year) 
Foreign bank loans 
Other 

414% convertible subordinated debentures 


January 27 
1971 

$125,000,000 


18,375,000 

2,811,000 

1,559,000 


Portion due within one year 


147,745,000 
1,880,000 
$145,865,000 


January 31 
1970 

$ 


20,000,000 

2,811,000 

1,673,000 

35,031,000 

59,515,000 

1,762,000 

$57,753,000 


Under the long term note agreements, $235,000,000 of income retained 
at January 27,1971 is available for payment of cash dividends. 

Retirement Income Plans Cost $4,721,000: The company and its subsidiaries 
have non-contributory retirement pension plans covering most employees, 
whose eligibility is based on age and years of service. The total pension 
expense was $4,721,000 and $4,335,000 for the years ended January 27,1971 
and January 31,1970, respectively. The company’s policy is to fund pension 
costs accrued. 


Stock Option and Purchase Incentive Plans Were Continued: Information on 
stock purchase incentive and option plans is summarized below: 


Number of Shares 


Stock purchase incentive plan — 

Shares available for purchase at beginning of 

1970 

1969 

year at 85% of market value 

Shares purchased during the year through pay¬ 
roll deduction at $39.95 and $30.98 a share, 

839,443 

1,036,546 

respectively 

69,239 

197,103 

Shares available for purchase at end of year 

Stock option plan — 

770,204 

839,443 

Available for grant at beginning of year 

Under option at beginning of the year ($41.88 to 

186,760 

400,000 

$56.69 per share) 

210,555 

— 

Options granted ($38.32 to $56.69 per share) 

59,800 

215,100 

Options exercised ($38.32 and $41.88 per share) 

8,970 

2,685 

Options cancelled ($38.32 and $41.88 per share) 
Under option at end of year ($38.32 to $56.69 per 

14,400 

1,860 

share) 

Options exercisable at end of year ($38.32 to 

246,985 

210,555 

$56.69 per share) 

80,168 

40,427 

Available for grant at end of year 

141,360 

186,760 



















Under the qualified stock option plan approved by the stockholders in 
May, 1969, options to purchase 400,000 shares of common stock may be 
granted to officers and key employees at 100% of the fair market value on 
the date of grant. Options expire five years from the date of grant and are 
exercisable in annual installments, except that options granted to optionees 
over age 61 at the date of grant are exercisable in total at such date. 

Stockholders’ Equity Increased: Changes in stockholders’ equity, other than 
income retained for use in the business, for the fiscal years ended January 31, 
1970 and January 27, 1971, were as follows: 

Common Stock — 

(authorized 60,000,000 Capital in 

shares of $1.66 2/3 Excess of 

par value) Par Value 

Shares Amount 


Balance January 31,1969 
Common stock sold under 

34,443,591 

$57,406,000 

$13,499,000 

stock option and pur¬ 
chase plans 

199,788 

333,000 

5,886,000 

Conversion of 414 % 




debentures 

69,680 

116,000 

1,486,000 

Balance January 31,1970 
Common stock sold under 

34,713,059 

57,855,000 

20,871,000 

stock option and pur¬ 
chase plans 

78,209 

131,000 

3,010,000 

Conversion of 414 % 




debentures 

1,456,409 

2,427,000 

32,618,000 

Balance January 27, 1971 

36,247,677 

$60,413,000 

$56,499,000 


Ten million shares of no par value preferred stock with voting and cumu¬ 
lative dividend rights were authorized in May, 1969 primarily for possible use 
in acquisitions but there are currently no plans for its use. 

Management Recruiting and Training Programs Were Increased: Kresge 
and Jupiter store managers, who consistently demonstrated merchandising 
and leadership abilities, again provided the management personnel for the 
K marts opened in 1970. Many of these managers had served as Kresge or 
Jupiter district managers and most received K mart orientation, serving as 
K mart co-managers, prior to K mart management. 

The company has established recruiting and training goals to meet the 
anticipated demand for management personnel during the 1970’s. Over 2,200 
men and women are involved in a program to become Kresge and Jupiter 
store managers within four to six years after employment. 

At the present time, 45% of the assistant managers in training for man¬ 
agement are college graduates; 23% have two or more years of college, and 
the remaining 32% are high school graduates. 

College recruiting efforts in 1970 were particularly successful, and the 
parent company hired 357 graduates compared with 308 in 1969. 



























More than 100 million garments a year are selected 
from the display racks and tables in K mart discount 
department stores by American women and girls. 

Among the garments in their closets hang knit 
suits made in Italy, Hong Kong sweaters, California 
pantsuits and coats made in New York. Their inter¬ 
national wardrobes combine quality and style. But 
what pleases them most is the price they paid to be 
fashionable. 

Responsible for this happy situation is Holly Stores, 
Inc., the S. S. Kresge Company’s subsidiary that 
merchandises and operates women’s and girls’ 
ready-to-wear and lingerie departments in K marts 
throughout the United States. 

Holly merchandise managers and buyers literally 
scour the globe seeking ready-to-wear to please 
the tastes, fulfill the needs and suit the pocketbooks 
of K mart customers. In the United States, from the 
garment district of New York to the designer show¬ 
rooms of California, Holly merchants examine 
garments for possible sale in K marts. They visit 
manufacturers’ showrooms, style and fabric shows 
and fabric mills. Always at hand are the bibles of the 
garment world—pace-setting fashion magazines and 
newspapers. 

While Holly’s major merchandising staff is located 
in the East, the company maintains a buying office in 
Los Angeles to benefit from the important California 
fashion market. 

When a garment is selected, it is sometimes modi¬ 
fied to improve its quality or appearance to meet 
Holly standards. Merchandise is also specifically 
designed for Holly by buyers and manufacturers. 
These exclusive garments are sold under K mart 
private brand labels. 

Some of K mart’s exclusive merchandise is im¬ 
ported. For items to be manufactured in foreign 
lands, planning begins a year in advance of the 
time the merchandise is to appear on K mart sales- 
floors. Specifications are sent to foreign suppliers 
several months before Holly men travel overseas. 

When buyers arrive at their destinations, samples 
are ready for their inspection. 

Although planning is also necessary for 
domestic purchases, flexibility is more impor¬ 
tant. Holly merchandise men and their 
manufacturers must be ready to respond 
quickly and efficiently to fickle fashion. 



Prompt and accurate information is the keystone 
of Holly’s operation. To operate successfully in the 
highly volatile fashion industry, Holly merchants 
rely on computerized information for guidance. 
Holly utilizes a large and complex electronic data 
processing operation to satisfy its “need to know”. 
A pre-punched ticket is removed from each item at 
the time of sale to be mailed to Holly headquarters. 
The information from these tickets is automatically 
read onto magnetic tape and transferred to com¬ 
puters. Reports are immediately prepared advising 
merchandise personnel of the quantities, colors and 
sizes of garments sold in each K mart store. 

Armed with these facts, Holly buyers can mer¬ 
chandise stores individually—replenishing the best 
sellers in popular colors and sizes, and cutting back 
on slow numbers or transferring them to ready mar¬ 
kets. This statistical control of each store’s inventory 
contributes importantly to sales and profits. 

Use of computers enables Holly to conduct an 
efficient new merchandise test program. A group of 
stores is sent a new item. Consumer response is 
recorded on the computer via the return of the re¬ 
order tickets. If the computer print-out indicates the 
item is “hot”, the manufacturer is alerted and pro¬ 
duction is underway immediately. 

These indications of consumer purchasing trends, 
supplemented by reports from field personnel who 
pick up subtleties a computer cannot register, have 
become the lifeline of communications between 
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Holly’s home office staff and K mart customers. 

After merchandise has been selected and ordered, 
it is then received, processed and shipped to more 
than 370 K mart stores. 

Presently, Holly operates three distribution centers 
in the New York City area. K mart’s expansion 
necessitates consolidation, enlargement and refine¬ 
ment of this warehouse set-up. A 592,000-square- 
foot distribution center and administrative office is 
now under construction in North Bergen, New Jersey. 



Away from the center of New York City and its 
congestion, the North Bergen location will allow for 
free-flowing receiving and distribution while pro¬ 
viding easy access to New York’s garment district. 

The facility will be the most modern apparel ware¬ 
house in the United States. The building will have a 
built-in expansion capacity in keeping with pro¬ 
jected K mart growth. 

Approximately 400,000 dresses, coats, sportswear 
and lingerie items will move through the distribution 
center daily in the most advanced mechanized pro¬ 
cedure. A receiving area servicing 30 trailers will 
transfer merchandise to examining, ticketing and 
sorting operations. After being carried over con¬ 
veyors and prepared for shipment, merchandise will 
be automatically sent to 15 outgoing trailers, each 
designated for a particular area. 



By the time the carriers are sealed and ready to 
start their pre-routed store-to-store journey, their 
contents will have received a triple check for accu¬ 
racy. Direct warehouse to store shipment will bypass 
carrier terminals, saving as much as three days in¬ 
transit time. Every K mart will receive four or five 
Holly shipments weekly. 

The ability to distribute smaller shipments fre¬ 
quently rather than single bulk shipments will enable 
buyers to test consumer reaction constantly and 
keep inventories at advantageous levels. 

The vastly increased warehouse area will 
provide storage space for processed merchan¬ 
dise pending future delivery. The additional 
space also will allow for warehousing large 
quantities of merchandise often available to 
buyers at special prices. Such large quanti¬ 
ties of merchandise can then be distributed 
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to stores over a longer period of time, eliminating 
store stockroom build-ups. 

The distribution center will have a unique flow 
pattern designed for maximum productivity and flex¬ 
ibility of personnel. All three distribution functions 
(pre-pack, hangwear and re-pack) will be adjacent 
to each other so personnel can move quickly from 
one function to another during peak or slow periods. 

The overall effect of the centralization and mech¬ 
anization of the main Holly distribution operation 
will be realized in improved merchandising of each 
individual store and reduced operating expenditures. 

Two regional distribution centers in Los Angeles 
and Atlanta give even greater mobility to Holly’s 
distribution process. The supplementary locations 
facilitate shipments in the western and southern 
areas, avoiding delay and unnecessary transporta¬ 
tion costs. Large portions of shipments from the 
Orient are taken directly to the West Coast depot 
for local distribution. 

Holly recognizes that modern electronic data 
processing and distribution systems are in reality 
tools of management and that management is people 
— people whose strong backgrounds in the apparel 
industry qualify them to operate the S. S. Kresge 
Company’s important fashion subsidiary. Heading 
Holly’s team is Arnold H. Bachner, chairman and 
president of Holly and a director of the parent firm, 
who has spent 30 years in New York’s garment world. 
Mr. Bachner’s years in the industry are paralleled 
by many of the personnel on his executive staff. 
Holly, like Kresge, understands the importance of 
stability and the value of long-term employees. 

Holly feels this employee involvement must also 
exist at store level for total K mart customer satis- 



Mrs. Edward N. Cole, wife of the president of the General 
Motors Corporation, discusses K mart fashion values 
during one of her consumer reports for host Bob Hynes 
on the "Morning Show", WXYZ-TV, Detroit. Mrs. Cole 
wears a pantsuit she purchased at K mart. 



Arnold H. Bachner, who is chairman and president of 
Holly Stores, Inc., K mart's fashion subsidiary, inspects 
a new distribution center and administrative office under 
construction in North Bergen, New Jersey. 

faction. For this reason, a highly developed field 
network has been established as a liaison between 
Holly headquarters and store operations. 

Five regional offices are staffed by regional man¬ 
agers and limited operations specialists. These 
executives are responsible to the home office for the 
management and operations of the Holly depart¬ 
ments in K mart stores in their territories. They are 
aided by district managers, all of whom previously 
managed Holly departments in K mart stores. 

Personnel for Holly’s management-training pro¬ 
gram is usually recruited by the regional offices with 
approval from the director of personnel at the home 
office. A trainee is assigned to a training store where 
the department manager and the district manager 
are mainly responsible for instruction. After three to 
six months the trainee is qualified to manage an 
established operation. Approximately half of Holly’s 
department heads are women. 

Many department heads are transferred from store 
to store or are promoted to higher positions. Others, 
by choice, remain in one store. 

All K mart ready-to-wear departments have assist¬ 
ant managers and staffs large enough to maintain 
assortments and assist shoppers when necessary. 

This is the Holly story. But for the women and girls 
who buy K mart ready-to-wear, the Holly story 
unfolds differently. Through K mart advertising they 
learn about the quality, styles and prices of fashions 
available at K mart. 

The same ads might inform them of values in toys, 
appliances, building materials, menswear and cos¬ 
metics. To K mart customers, Holly is not an entity— 
it is one of K mart’s many and varied departments. 

Holly is K mart fashion. 














S.S. Kresge Company 


Consolidated Statements of Income 


Fiscal Year Ended 



January 27 

January 31 


1971 

1970 

Sales 

$2,558,712,000 

$2,185,298,000 

Fees from licensed departments 

36,443,000 

31,566,000 

Interest income 

1,864,000 

1,279,000 


2,597,019,000 

2,218,143,000 

Cost of merchandise sold (including buying 

and occupancy costs) 

1,936,538,000 

1,658,953,000 

Selling, general and administrative expenses 

518,961,000 

439,111,000 

Interest expense 

10,545,000 

9,766,000 

Loss on disposals of fixed assets and 
cancellation of leases 

814,000 

974,000 


2,466,858,000 

2,108,804,000 

Income before estimated income taxes 

130,161,000 

109,339,000 

Estimated income taxes: 

U.S. 

53,037,000 

46,598,000 

Foreign 

7,675,000 

5,760,000 

Tax effects of timing differences 

2,455,000 

2,892,000 


63,167,000 

55,250,000 

Net income for the year 

$ 66,994,000 

$ 54,089,000 

Earnings per share of common stock: 

Assuming no dilution 

$1.86 

$1.57 

Assuming full dilution 

$1.83 

$1.52 


See financial information included in 1970 Business Review on pages 4 to 9. 
































S.S. Kresge Company 


Consolidated Balance Sheets 



January 27 

January 31 

ASSETS 

1971 

1970 

Current Assets: 



Cash 

$ 52,368,000 

$ 46,796,000 

Certificates of deposit 

7,800,000 

1,850,000 

Marketable securities, at cost approximating market 

38,886,000 

5,897,000 

Customer accounts receivable, less allowance for possible 



losses of $5,522,000 and $9,462,000, respectively 

91,465,000 

93,512,000 

Other accounts receivable 

9,698,000 

6,870,000 

Merchandise inventories at lower of cost 



(approximate first-in, first-out) or market 

444,888,000 

399,586,000 

Operating supplies and prepaid expenses 

15,164,000 

13,150,000 

Total current assets 

660,269,000 

567,661,000 

Other Assets and Deferred Charges 

7,634,000 

3,922,000 

Fixed Assets, at cost: 



Land 

35,559,000 

35,707,000 

Buildings 

65,115,000 

65,532,000 

Leasehold improvements 

75,817,000 

73,755,000 

Furniture and fixtures 

248,648,000 

213,625,000 

Construction in progress 

19,020,000 

5,872,000 


444,159,000 

394,491,000 

Less—Depreciation and amortization 

185,835,000 

168,548,000 


258,324,000 

225,943,000 


$926,227,000 

$797,526,000 

LIABILITIES 



Current Liabilities: 



Portion of long-term debt due within one year 

$ 1,880,000 

$ 1,762,000 

Notes payable to banks 

21,670,000 

103,896,000 

Accounts payable—trade 

173,705,000 

158,743,000 

Accrued payrolls, taxes and other liabilities 

62,737,000 

54,221,000 

Dividends payable 

3,984,000 

3,469,000 

U.S. and foreign income taxes 

35,622,000 

27,635,000 

Total current liabilities 

299,598,000 

349,726,000 

Long-Term Debt, less portion due within one year 

145,865,000 

57,753,000 

Deferred U.S. and Foreign Income Taxes 

24,003,000 

22,528,000 

Stockholders’ Equity: 



Common stock 

60,413,000 

57,855,000 

Capital in excess of par value 

56,499,000 

20,871,000 

Income retained for use in the business 

340,187,000 

289,131,000 


457,099,000 

367,857,000 

Less—27,718 shares in treasury at cost 

338,000 

338,000 


456,761,000 

367,519,000 


$926,227,000 

$797,526,000 


See financial information included in 1970 Business Review on pages 4 to 9. 



































Consolidated Statements of Income Retained 



Fiscal Year Ended 


January 27 

January 31 


1971 

1970 

Income retained for use in the business at beginning of year 

$289,131,000 

$248,883,000 

Net income for the year 

66,994,000 

54,089,000 

Cash dividends declared—44# and 40?! a share, respectively 

(15,938,000) 

(13,841,000) 

Income retained for use in the business at end of year 

$340,187,000 

$289,131,000 

Consolidated Statements of Source and Application of Funds 


Fiscal Year Ended 


January 27 

January 31 


1971 

1970 

Source of Funds: 

From Operations: 

Net income 

$ 66,994,000 

$54,089,000 

Depreciation and amortization 

23,737,000 

20,385,000 

Increase in deferred U.S. and foreign income taxes 

1,475,000 

1,144,000 


92,206,000 

75,618,000 

Sales of fixed assets 

2602,000 

3,372,000 

Sales of common stock under stock option 

and purchase plans 

3,141,000 

6,219,000 

Sale of 5% convertible debentures, less 

related expense of $1,406,000 

123,594,000 



221,543,000 

85,209,000 

Application of Funds: 

Additions to fixed assets 

58,720,000 

49,065,000 

Cash dividends declared 

15,938,000 

13,841,000 

Reduction of notes and mortgages payable 

1,880,000 

1,762,000 

Other 

2,269,000 

1,127,000 


78,807,000 

65,795,000 

Increase in Working Capital 

$142,736,000 

$19,414,000 


Opinion of Independent Accountants 

TO THE STOCKHOLDERS AND BOARD OF 
DIRECTORS OF S. S. KRESGE COMPANY 

In our opinion, the accompanying consolidated balance sheets, the related consolidated statements 
of income and income retained for use in the business and the consolidated statements of source 
and application of funds present fairly the financial position of S. S. Kresge Company and its sub¬ 
sidiaries at January 27, 1971 and January 31, 1970, the results of their operations and the source 
and application of funds for the years then ended, in conformity with generally accepted accounting 
principles consistently applied. Our examinations of these statements were made in accordance 
with generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

211 West Fort Street 
Detroit, Michigan 

March 15,1971 PRICE WATERHOUSE & CO. 

































S.S. Kresge Company 


10-Year Financial Review 


(Dollar amounts shown in thousands) 


1970 


1969 


1968 

Sales 

$2,558,712 

$2,185,298 

$1,731,533 

Net Income 

$ 

66,994 

$ 

54,089 

$ 

47,611 

% to Sales 


2.62% 


2.48% 


2.75% 

Earnings Per Share of Common Stock: 







Assuming No Dilution 

$ 

1.86 

$ 

1.57 

$ 

1.39 

Assuming Full Dilution 


1.83 


1.52 


1.35 

Cash Dividends Declared 

$ 

15,938 

$ 

13,841 

$ 

11,656 

Per Share 


.44 


.40 


.34 

K mart, Kresge and Jupiter Stores 


1,073 


1,022 


982 

Inventories of Merchandise 

$ 

444,888 

$ 

399,586 

$ 

304,236 

% to Sales 


17.39% 


18.29% 


17.57% 

Net Working Capital 

$ 

360,671 

$ 

217,935 

$ 

198,521 

% to Sales 


14.10% 


9.97% 


11.47% 

Net Worth 

$ 

456,761 

$ 

367,519 

$ 

319,450 

Per Share 


12.70 


10.66 


9.34 

Long-Term Debt 

$ 

145,865 

$ 

57,753 

$ 

61,190 

Fixed Asset Additions less Retirements 

$ 

56,118 

$ 

45,693 

$ 

33,544 


Per share calculations give effect to 1968 three for one and 1966 two for one stock splits 















1967 


1966 

1965 

1964 

1963 

1962 

1961 

$1,385,694 

$1,090,181 

$851,443 

$688,776 

$543,671 

$483,013 

$450,605 

$ 

34,915 

$ 

28,609 

$ 22,154 

$ 17,374 

$ 11,089 

$ 9,053 

$ 9,197 


2.52% 


2.62% 

2.60% 

2.52% 

2.04% 

1.87% 

2.04% 

$ 

1.03 

$ 

.85 

$ .67 

$ .53 

$ .34 

$ .27 

$ .28 


1.02 








$ 

10,188 

$ 

8,702 

$ 7,761 

$ 6,602 

$ 6,607 

$ 8,273 

$ 8,829 


.30 


.26 

.23 

.20 

.20 

.25 

.27 


943 


915 

895 

885 

854 

821 

777 

$ 

223,933 

$ 

166,084 

$136,187 

$108,266 

$ 90,796 

$ 81,172 

$ 72,501 


16.16% 


15.23% 

15.99% 

15.72% 

16.70% 

16.81% 

16.09% 

$ 

171,360 

$ 

123,798 

$110,739 

$ 93,362 

$ 83,969 

$ 63,595 

$ 62,891 


12.37% 


11.36% 

13.01% 

13.55% 

15.44% 

13.17% 

13.96% 

$ 

275,632 

$ 

251,803 

$229,597 

$212,419 

$202,544 

$197,996 

$198,270 


8.13 


7.48 

6.91 

6.44 

6.14 

5.99 

5.99 

$ 

63,476 

$ 

26,254 

$ 27,869 

$ 29,407 

$ 31,182 

$ 16,983 

$ 18,332 

$ 

26,866 

$ 

22,720 

$ 13,188 

$ 14,724 

$ 12,638 

$ 11,739 

$ 10,083 
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